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World Indices — Market Performance Strategy Highlights
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There are some minor changes in our Latam Strictly
Macro, we would highlight:

Bovespa (Brazil)

The slight change in our GDP estimates for the
x region due mainly to Colombia.

The higher inflation figures after the revisions
in Brazil, Colombia and Venezuela.

New MXN/USD exchange rates of 11.50

IBEX-35 Bench (Spain),

PSI 20 Bench (Portugal)

® (previously 11.30) for 2004E and 11.80
May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May04 (previously 11 50) fOI' 2005F
Source: JCF.
Hot Spots
Asset Class Monitor We have upgraded Amadeus to Buy from
Closing Underweight.
May13 AW _-IM__QTD _ YTD ) o .
DJ Stoxx 600 2355 15 3.0 -04 2.7 We see a good buying opportunity in Unién
S&P 500 1,064 1.6 28 26  -14 Fenosa.
10Y Euro bond yield 4.33 2.9 49 111 1.4 . . .
10Y US bond yiéd 485 20 115 269 146 We reinforce our bullish view on Sogecable
3M Euro interest rates 2.08 0.9 2.7 69 -15 after a recent trip with management.
3M US interest rates 0.99 -5.9 4.2 5.3 7.7 . . .
€/USS 118 07 11 39 %0 The‘upcor.nmg IBEX35 revision should cqnﬁrm
Brent crude oil (US$) 38.6 36 180 205 280 the inclusion of Antena 3 and the exclusion of
CRB (US$) 344.2 1.5 6.8 22 1.2 Metrovacesa, Zeltia or Sacyr-Vallehermoso.

Source: Bloomberg.

SCH Universe Valuation Relative Market Performance

P/E EV/IEBITDA 3Y CAGR GDY P/BV Cn:lc:,lqg AW M QTD YTD

04F O05F 04F O05F EPS EBITDA 04F O05F CAC40 3.614.2 11 43 03 17

CAC40 148 130 75 69 157 44 26 25  payap 38249 =22 64 -08 -35
DAX30 141 120 61 54 320 47 26 20 B30 275840 -1.0 36 09 33
MIB30 157 146 62 58 216 59 44 26  pgyyp 73259 2.8 45 28 86
PSI20 160 132 7.8 72 221 79 3.0 2.1 IBEX35 78664 31 68 19 17
IBEX35 153 138 7.7 68 188 71 32 31 D) Stoxx 600 2355 15 45 04 27
DJ Stoxx 600 145 131 62 6.1 150 6.9 31 28 5 Sioxx50 26827 -14 35 07 08
DJ Stoxx 50 14.2 12.8 8.0 7.3 15.6 45 33 27 DJ Euro Stoxx 50 2,712.5 19 6.1 27 1.7
DJEuroStoxx50 13.7 123 65 60 214 43 33 24 s rGooqs NA 28 34 24 55
IbCap Goods 116 9.6 58 52 511 126 33 15 | construction NA 36 =21 00 66
Ib Construction  14.6 129 8.5 77 56 138 21 19 Ib Cons Goods NA 03 27 -16 9.1
IbCons Goods  17.0 143 7.7 68 253 120 19 35 || concseny NA 26 38 -03 104
Ib Cons Serv 185 157 113 107 111 7.9 14 27 |\ Financials NA =27 54 21 .31
Ib Financials 140 119 NA NA 165 NA 32 20 | 0ia Gas NA 38 47 10 64
Ib Oil & Gas 119 114 58 56 -32 51 33 16  |p1NTs NA 48 76 -30 39
Ib TNTs 230 190 7.3 66 -184 85 26 38 | Uiiities NA 19 34 -08 36

Ib Utilities 125 111 7.9 73 9.8 57 45 16

Source: Bloomberg.

Source: Bloomberg, JCF and SCH Bolsa estimates and forecasts.

U.S. investors’ inquiries should be directed to Santander Central Hispano Investment at 212-692-2550.
Please refer to the back of report for full disclosures.



SECTOR STRATEGY AT A GLANCE

Iberia — Sector Strategy at a Glance

Sector

Index

SCHB Stance

Weighting Tactical Strategic

Comments

Preferred
Stocks

Banks

Capital
Goods

Construction

Consumer
Goods

Financial
Services

Oil & Gas

Services

TMTs

Utilities

27.9%

5.1%

4.0%

5.9%

0.9%

9.2%

7.6%

29.0%

10.5%

4 &

4 &

Latam risks have temporarily been put aside. However, the large
Spanish banks’ stretched valuations limit their upside potential. We
find better value among the Portuguese banks — due to Portugal’s
expected economic recovery and earnings upgrades — and the
Spanish pure domestic players. In the case of a sustained market
recovery, high-beta stocks should outperform.

The investment cycle is bottoming out, although few signs of a strong
recovery in capital investments are evident. Limited pricing power and
lacklustre demand have been offset by much lower unit costs, thanks
to more efficient new capacity and restructuring. We prefer stocks with
exposure to the more resilient services business.

The buoyant construction cycle in Spain seems to be never-ending, in
stark contrast to Portuguese companies, which are being hit by
restrictions in civil works. Diversification in the services and
concessions areas should provide stability in the long run. M&A
activity should continue to offer some excitement in the sector.

The attractive Spanish winery sector is a good opportunity to play
above-average inflation and exposure to strong domestic demand.
However, the late cyclical profiles of some segments (non-food retail)
could cause disappointment in 2003E. Tobacco should be a safe haven.

Cautious management teams at southern European insurers offer a
degree of safety in a sector penalised by the sharp fall in the equity
markets. The current limited discount to SoP valuations gives limited
upside to those holding companies unable to show a credible
investment track record.

Stable (and high) oil prices and the improving Latam situation
combine to offer a strong case to be bullish on the Iberian oil sector. In
gas, potential M&A moves are likely to put selling pressure on stocks.

Despite being leveraged to the cycle’s upturn, the leisure industry
should reveal low pricing power due to excess capacity. Real estate
might suffer from the perception that real estate values are peaking
and from the hangover from M&A activity. Some service segments
offer long-term growth (security).

Telecoms continue their de-leveraging process, disposing of non-core
activities and focusing on ‘back-to-basics’ strategies after the Internet
hype. Latam exposure and generous shareholder remuneration
policies should provide further upside in the short term. Although we
see a late recovery in the IT cycle, underdevelopment in southern
Europe should give some relief.

Advances in ‘integration strategies’ and financial de-leveraging are the
basis for long-term outperformance. However, uncertainty regarding
the implementation and effects of the EU’s new Emissions Trading
Scheme should be a major issue in 2004F. M&A activity in the sector
has proved difficult and is unlikely to be a catalyst.

BPI,
B. Popular

Arcelor,
Gamesa,
ENCE

Ferrovial,
ACS

Baron de Ley

Corp. Mapfre

Repsol YPF

Brisa

TEM,
Indra

Endesa,
Unién Fenosa

Source: Santander Central Hispano Bolsa estimates.
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Spanish Productivity (Part 2)
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Spain — Ratio of Business Capital / Employment vs MFP
and Labour Productivity
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Spain — Ratio of Business Capital / Employment vs MFP
and Labour Productivity
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Things to Watch during the Week

In the US:

(1) The housing market should start decelerating in April.

(2) The Empire manufacturing index could fall slightly in May.
(3) The Philadelphia Fed index could fall.

(4) Leading indicators should rise slightly in April.

In the Euro Zone:

(1) German IPI and factory orders could be revised upwards.
(2) The ZEW survey should go up in May.

(3) Euro zone CPI to reflect higher oil prices and weaker euro.
(4) Euro zone trade balance to improve in March.

(5) Iltalian consumer confidence should go up in May.

We now believe the Fed will begin hiking ratesin
June 2004. We expect it to lift rates by 100bp in
2004E and by another 175bp in 2005F, leaving
the Fed funds rate at 3.75% in December 2005F.
Such a move would leave the Fed with a nearly
‘neutral’ stance at the end of 2005F, with real Fed
funds at 1.68% from -0.36% in 2Q04E.

In the US, retail sales were dlightly weaker than
expected, but <ill consistent with private
consumption growth of around 3.0% in 2Q04E.
Headline producer prices rose sharply (0.7%
MoM), but the rise in the core index was more
modest (0.2% MoM). The trade balance deficit
surprised on the upside, driven mainly by the
increase in oil prices, athough the fact is that the
strength of internal demand in the US is keeping
import growth rates at high levels.

In the Euro zone, preliminary 1Q04 GDP data
surprised on the upside. In Spain, the economy
grew 0.6% QoQ and German GDP rose 0.4%
QoQ. French GDP growth was 0.8% QoQ and
Italian GDP advanced 0.4% QoQ. Combined Euro
zone GDP increased 0.6% QoQ. These numbers
are dlightly better than our estimate of Euro zone
1Q04 GDP growth of 0.5% QoQ.

In the Macro Corner, we include the second part
of the Spanish productivity study initiated two
weeks ago. The main conclusions for future
balanced growth in Spain are: (1) productivity
needs to rise; (2) this should be done through an
increase in MFP (multifactor productivity); and
(3) Spain needs to focus on R&D investment and
in human capitd (education). In both, Spain is
still far behind European standards.

U.S. investors’ inquiries should be directed to Santander Central Hispano Investment at 212-692-2550.
Please refer to the back of report for full disclosures.



Macro Data Published Last Week

Day Time* Country Indicator/Event Period Reference Data Forecast Actual
TUESDAY 8:00 Germany Current Account Mar 5.0bnr 7.0bn 11.3bn
11-May 8:00 Germany Trade Balance Mar 12.1bnr 12.3bn 16.5bn
8:00 Germany Exports (m) Mar -2.6r 1.1 0.8
8:00 Germany Imports (m) Mar 1.2r 0.8 -3.1
8:45 France Industrial Production (m/y) Mar 1.2r/0.9 0.4/1.5 0.11.2
8:45 France Manufacturing Production (m/y) Mar 1.1r/1.1r 0.3/1.4 -0.3/0.2
WEDNESDAY 8:00 Germany CPI (mly) Apr F 0.3/1.1 - 0.3/1.6
12-May 8:00 Germany Wholesale Price Index (m/y) Apr 1.0r/1.3r 0.4/2.4 2.4/0.4
8:45 France Trade Balance Mar -73mn 200mn 827mn
8:45 France GDP (q) 1QE 0.6r 0.5 0.8
0:30 us ABC Consumer Confidence May 9 -11 - -13
13:00 us MBA Mortgage Applications May 7 4.4 - -5.0
14:30 us Trade Balance Mar -42.1bn -42.7bn -46.0bn
14:30 us Import Price Index (m/y) Apr 0.8r/1.1 0.4/— 0.2/4.6
20:00 us Monthly Budget Statement Apr 51.1bn 25.0bn 17.6bn
THURSDAY 8:00 Germany GDP (sa/nsa) (q/y) 1Q1 0.3/0.2 0.3/1.1 0.4/1.5
13-May 8:45 France CPI (mly) Apr P 0.4/1.7 0.2/21 0.3/2.4
9:30 Italy Industrial Production (sa/nsa) (m/y) Mar -0.1/1.2r 0.2/0.9 -0.4/4.8
10:00 Euro Zone ECB to Release May Monthly Report - - - -
10:30 Italy GDP (sa/wda) (a/y) QP 0.0/0.1 0.2/0.5 0.4/0.8
14:30 us PPI (mly) Apr 0.5/1.4 0.2/- 0.7/3.7
14:30 us PPI Ex Food & Energy (m/y) Apr 0.2/0.7 0.3/- 0.2/1.5
14:30 us Retail Sales Apr 2.0r -0.2 -0.5
14:30 us Retail Sales Less Autos Apr 1.8r -0.2 -0.1
14:30 us Initial Jobless Claims May 8 318kr 325k 331k
14:30 us Continuing Claims May 1 2,921kr 2,900k 2,974k
FRIDAY 8:45 France Non-farm Payrolls (q) QP 0.3 0.5 0.8
14-May 8:45 France Wages (q) 1QP 0.2 0.1 -0.1
9:00 Spain CPI (mly) Apr 0.7/2.1 1.3/2.6 1.4/2.7
9:30 Italy CPI (Nic incl Tobacco) (m/y) Apr F 0.3/2.3 0.2/2.3
11:00 Euro Zone GDP sa (mly) 1QE 0.4/0.6r 0.4/1.0 0.6/1.3
11:00 Euro Zone  Eur. Com. Publishes 2Q & 3Q GDP Forecasts - - - -
14:30 us CPI (mly) Apr 0.5/1.7 0.3/2.4 -
14:30 us CPI Ex Food & Energy (m/y) Apr 0.4/1.6 0.2/1.7 -
14:30 us Business Inventories Mar 0.7 0.5 -
15:15 us Industrial Production Apr -0.2 0.5 -
15:15 uUsS Capacity Utilization Apr 76.5 76.7 -
Macro Data To Be Published This Week
Day Time* Country Indicator/Event Period Reference Data Forecast
DURING 18-19 Germany PPI (mly) Apr 0.6/0.3 0.4/0.8
THE WEEK 18-29 Germany Factory Orders (BBK) (m/y) Mar F 0.5/- -
18-29 Germany Industrial Production (m/y) Mar F -0.4/1.9 -
MONDAY 14:30 us Empire Manufacturing May 36.05 34.80
17-May 19:00 us NAHB Housing Market Index May 69 69
TUESDAY 11:00 Euro Zone CPI (mly) Apr 0.71.7 0.4/2.0
18-May 11:00 Euro Zone Industrial Production sa/wda (m/y) Mar 0.1/0.6 -0.5/0.5
11:00 Germany Zew Survey (Current Situation) May -72.5 -70.9
11:00 Germany Zew Survey (Economic Sentiment) May 49.7 49.5
14:30 us Housing Starts Apr 2,007k 2,000k
14:30 us Building Permits Apr 1,976kr 1,946k
WEDNESDAY 8:45 France GDP (aly) 1QP - 0.8/1.7
19-May 9:30 Italy Trade Balance (total) Mar -788mn 700mn
9:30 Italy Trade Balance EU Mar -802mn -600mn
11:00 Euro Zone Trade Balance Mar 5,433mn 6,900mn
0:30 us ABC Consumer Confidence May 16 -13 -
13:00 us MBA Mortgage Applications May 14 -5.0 -
THURSDAY 9:00 Spain Factory Orders (y) Mar 7.2 -
20-May 9:30 Italy Consumer Confidence Ind sa/nsa May 101.7/101.7 102.0/102.5
9:30 Italy Industrial Orders (m/y) Mar 4.1/3.5 -1.0/4.6
9:30 Italy Industrial Sales sa/nsa (m/y) Mar 2.41.7 0.11.4
14:30 us Initial Jobless Claims May 15 331k 328k
14:30 us Continuing Claims May 8 2,974k -
16:00 us Leading Indicators Apr 0.3 0.2
18:00 us Philadelphia Fed May 32.5 30.0
FRI 21-May 9:30 Italy Retail Sales (m/y) Mar -0.4/0.1 0.3/1.6

(m) % MoM; (y) % YoY; (q) % QoQ; (a) annualised; (I) Index; (k) thousands; (mn) millions; (bn) billions; (r) revised; (F) final; (P) preliminary; (sa) seasonally-adjusted; (nsa) non-seasonally

adjusted; (wda) working day adjusted; (*) CET.

Source: Bank of Spain, Ministry of Economy, Datastream, Bloomberg, Reuters and Santander Central Hispano Bolsa estimates and forecasts.
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STRATEGIST CORNER

In this week’s Strategist Corner, we focus on the highlights of our latest Inside Latin America
report, published last week.

SoLID GROWTH CONTINUES . . .

Solid growth In this new report we make some minor changes in our Latin America macro scenario. We would
allows Latam to s ohli I,

face tighter highlight the following:

monetary . . . i 0 0
conditions We have raised our estimate of GDP growth for the region in 2004E from 4.4% to 4.5%

due to the increase (from 3.6% to 3.9%) in Colombia’s expected economic growth.

We now expect the regional output for 2005F to increase 3.8%, versus our previous
estimate of 4.0%, due to decrease (from 5.9% to 2.9%) in the forecast for Venezuela.

We are expecting higher inflation in 2004E and 2005F (6.5% and 6.0% vs 6.4% and 5.8%,
respectively) due to upgrade in estimates for Brazil, Venezuela and Colombia.

Changes in the regional aggregates for the fiscal deficit for 2004E from -1.4% to -1.6% and
2005F from -1.3% to -1.5% of GDP as a result of revisions for Colombia.

Sizeable changes in expected exchange rates. We highlight the new estimates for the
Mexican peso, which point to MXN/US$ of 11.50 for 2004E and 11.80 for 2005F
(previously 11.30 for 2004E and 11.50 for 2005F).

Latin America: Economic Forecast

Real GDP Inflation Avg Int Rates Curr Acc (% GDP) FX Rate (YE US$)
(%) 2004E 2005F 2004E 2005F 2004E 2005F 2004E 2005F 2004E 2005F
Argentina 6.8 3.0 6.0 9.0 3.5 9.6 5.6 0.3 2.9 3.0
Brazil 3.8 4.0 5.8 5.0 14.8 12.0 0.4 -1.3 3.0 3.2
Chile 5.1 4.5 1.4 2.8 2.0 34 1.1 -1.1 620 660
Colombia 3.6 3.5 6.0 5.5 8.4 8.9 -1.8 -2.0 2,767 2,961
Mexico 3.2 4.0 3.9 35 5.8 6.3 2.2 -3.1 11.5 11.8
Peru 3.8 3.8 2.5 2.5 9.9 11.0 -1.9 -1.8 3.5 3.5
Venezuela 9.7 59 37.9 29.4 24.5 33.0 5.6 3.7 1,920 2,500
Latin America 4.4 4.0 6.4 5.8 NM NM 0.2 -1.3 NM NM

Source: Santander Central Hispano Investment estimates and forecasts.

Latin America — Main Economic Indicators, 2002-05F
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Source: Santander Central Hispano Investment estimates and forecasts.



ARGENTINA: GROWTH OVERSHADOWED BY ENERGY CRISIS

We are maintaining our estimate of 6.8% real GDP growth for the current year, even though
the short-term outlook for economic activity has changed since the release of our last GDP
revision due to various factors: (1) the Ministry of Economy revised GDP numbers upwards;
(2) stronger-than-expected growth in the opening months of 2004; and (3) the problems
relating to the electricity and gas supply.

Supply restrictions and energy rationing would trigger a significant slowdown — at least 6pp
(difference between current 15% and capacity ceiling at 9%) — in industrial output growth until
the end of the year. However, as we were expecting industrial output growth of 10.4%, a 1.4pp
downward revision in the manufacturing sector would mean a direct impact of 0.2% on GDP.

Although GDP should decelerate, domestic demand is likely to remain very strong. Monetary
conditions are expected to remain loose, consumer confidence is high, average salaries are
growing by 10% annually and employment is growing at over 7%.

In terms of inflation, expectations point to a 6% increase for 2004E as a result of the
combination of loose monetary policy and cost-push inflation (as industry is producing close to
full capacity), changes in relative prices and higher utility rates, especially in the energy sector.
However if the energy crisis proves worse than expected, inflation would be likely to accelerate.

The fiscal balance continues to improve, thereby increasing the difficulties faced by the
government in its discussions with holders of defaulted debt, as the maximum 3% primary
surplus offered by the government as the only viable alternative is questionable.

Argentina — Main Economic Indicators, 2002-05F
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Source: Santander Central Hispano Investment estimates and forecasts.

BRAzIL: ROOM TO RECOVER FROM TURBULENCE

In 2003, GDP in Brazil contracted (-0.2%) for the first time since 1992. This figure, although
in line with market projections, renewed the debate about growth in 2004. At the moment, we
maintain our projection of GDP growth of 3.8% in 2004E and 4.0% in 2005F.

International commodity prices have hit the IGP-M given their heavy weighting in the index.
This has a knock-on effect on the IPCA index, which is mostly composed of retail prices. As a
result, we have changed our 2004E estimates for the I[PCA from 5.8% to 6.5% and for the IGP-
M from 5.7% to 8.5%. We are maintaining our projections for 2005F unchanged.

Regarding the FX rate, we reaffirm our R$/USS$ forecasts of 3.00 for YE2004E and 3.15 for
YE2005F. On the fiscal front, the government has fulfilled the targets agreed with the IMF for
1Q04 and is in good shape for the rest of the year.



S

On the other hand, the monetary relaxation represented by reductions in the Selic target
interest rates should resume in 2QO04E, regardless of the ongoing acceleration in inflation. The
Selic rate is expected to stand at 12.5% and 12.0% at year-end 2004E and 2005F, respectively.

Brazil — Main Economic Indicators, 2002-04F
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Source: Santander Central Hispano Investment estimates and forecasts.

MEXxico: WELL POSITIONED TO FACE TIGHTENING CYCLE IN THE US

We maintain our 2004E real GDP forecast at 3.2% YoY. For 1Q04E, we estimate that GDP
grew 3.3%, supporting our full-year estimate. Good economic activity in the US should benefit
Mexico thanks to the recovery of manufacturing exports. We believe that the expected rise in
US interest rates will not have a material impact in Mexico, at least in 2004E, as economic
growth should largely be driven by private consumption and exports.

However, employment started the year weak, but showed an encouraging performance in April.
We expect a stronger 2HO4E, as the export-oriented sectors regain momentum along with more
robust capital spending. For 2005F, we maintain our estimate of 3.7% real GDP growth.

Regarding interest rates, expectations of higher inflation and tighter monetary policy in the
US have induced higher domestic interest rates in the whole local yield curve. Given that
annual inflation should remain above 4.0% until year-end and that US interest rates are likely
to continue increasing in coming months, we do not expect local rates to return to previous
levels. In our view, the 28-day Cetes benchmark rate will average 6.1% in 2004E, ending the
year close to 7.0%.

Recent exchange volatility, largely driven by concerns about the future of monetary policy in
the US, is likely to have a lasting impact on the Mexican peso. Consequently, we have changed
our MXN/USS forecasts to 11.50 (from 11.30) for 2004E and to 11.80 (from 11.50) for 2005F.

Mexico — Main Economic Indicators, 2002-05F
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LATAM UPDATE

Market Recap

13-May D/D % MTM % YTD %
Indices Close Local US$ Local US$ Local US$
Argentina 914 29 -3.0 -240 -269 -148 -14.6

Brazil 18,402 04 0.7 -186 -249 -17.2 -23.6
Chile 1,408 -05 -03 -48 -115 -5.1 -12.6
Colombia 2,719 -6.2 -6.5 -20.8 -23.8 16.5 18.0
Mexico 9,784 10 07 -84 -115 12 74
Peru 2,685 -0 00 -93 -99 103 95
Venezuela 24,751 -05 -05 -86 -86 1.5 -6.8
Latam (IFC) 977 - 09 - -438 -- -85
Country Int Trading Vol. Mkt

Risks Rates FX Local ADR Cap'

Argentina 4703 1.4 2,92 20.9 12.7 11,518
Brazil 758  16.0 3.13 305.0 352.3 106,390
Chile 99 1.3 643 62.8 10.4 49,740
Colombia 559 7.9 2745 5.7 1.2 2,597
Mexico 225 69 11.63 162.0 155.8 107,634
Peru 510 8.9 3.49 27 8.4 5,746
Venezuela 711 11.2 1918 1.5 2.3 1,930
Latam -- -- -- 560.6 543.1 285,555

SCHI Universe Valuation
P/IE EV/EBITDA 3-yr CAGR
P/IBV 04E O05E O04E OS5E Earn EBITDA

Argentina 1.3 113 97 54 47 NM 29%
Brazil 11 75 69 44 3.8 37% 18%
Chile 16 179 168 100 94 39% 9%
Colombia 12 87 65 6.1 52 28% 19%
Mexico 1.8 123 115 6.0 56 21% 6%
Peru 16 11.8 121 87 85 10% 18%
Venezuela 1.0 159 70 25 19 84% 5%

Latin America 1.4 10.3 9.5 58 52 37% 13%
Cement/Constr 1.5 120 114 72 6.6 28% 4%
Conglomerates 09 105 89 55 50 30% 1%
Hectric Utilities 04 92 61 53 43 NM 21%
Financial Svcs 14 72 641 NA NA 19% NA
Food/Beverage 1.4 119 124 6.1 5.9 15% 10%
Miscellaneous 22 97 85 27 20 21% 11%
Qil, Gas/Chem. 14 70 84 52 56 28% 18%
Pulp & Paper 1.5 204 224 118 121 4% 7%
Retail 1.9 16.1 134 87 74 19% 17%
Steel/Mining 21 10.3 11.0 74 7.2 31% 14%
Telecom/Media 1.9 118 938 44 37 85% 13%
Source: Santander Central Hispano Investment.

Macro Recap

GDP Growth CPI Avg Int Rates
(%) 03E 04F 03E 04F 03E  04F
Argentina 8.4 6.8 3.7 6.0 9.7 3.5
Brazil -0.2 3.8 9.3 6.3 23.6 147
Chile 34 5.1 1.1 1.4 2.7 2.0
Colombia 3.7 3.9 6.5 6.3 7.8 8.1
Mexico 1.3 3.2 4.0 4.0 6.2 6.1
Peru 4.0 3.8 2.5 2.5 9.7 9.9
Venezuela -9.2 9.7 271 32.9 253 19.0
Latam 1.4 4.5 6.8 6.5 - -

(1) Market cap in US$ mn, based solely on our rated universe of 113 Latam
companies. 3-yr CAGR refers to 2002-05F. Source: Bloomberg,

Latam

In the past two weeks we have seen very bad market
performances due to fears of earlier-than-expected
interest rates hikes in the US and very high oil prices
(US$35-40/bbl). In this environment, the large drop
in the Latam markets is particularly noteworthy,
especially in Argentina and Brazil, which fell by
19% and 16.2%, respectively, in the past two weeks.

Argentina

The most important news was the government’s
approval of higher taxes on oil and oil product
exports as part of its plan to cope with the country’s
energy crisis (from 20% to 25% in oil exports, from
0% to 5% in petrol, from 5% to 10% in diesel and
from 5% to 20% in LPG).

We highlight higher-than-expected inflation (+0.9%)
for April, which exceed the March figures.

Brazil

Although the negative sentiment and interest rate
fears have been the most noteworthy issues in past
two weeks, we would also highlight the good
industrial production numbers (+11.9%)for March,
which indicate that the economy is recovering.

The IPCA for April beat expectations and was lower
than in March (0.37% vs 0.47%), although the core
inflation figures suggest that it will be difficult to
reduce inflation further.

Mexico

We highlight the good March industrial activity
figures published last week. Industrial activity grew
by 6.4% YoY, above market consensus and showing a
recovery since 4Q03. The industrial production report
in March reflected that this activity rose 3.2% YoY in
1Q04, which supports our estimate of 3.3% YoY
growth in GDP in 1Q04E.
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HoT SPOTS

The reporting season is coming to a close, with Spanish companies slightly ahead of
expectations. However, fears about Latam stemming from an uncertain interest rate
environment, skyrocketing oil prices, the changing political environment and regulatory
concerns has taken its toll on the Spanish equity market.

We upgraded Amadeus from Underweight to Buy (TP €6.40) after the company reported an
excellent set of quarterly results, which seems sustainable in the coming quarters. Moreover,
the price war amongst European carriers favours traffic (and booking) growth. After the poor
past performance (-3.3% YTD), the inflection point should have been reached.

After hosting a road-show with Sogecable (Buy, TP €46.0), we reinforce our view that high
ARPU levels are sustainable, as the company is cleaning up its customer base, and that
subscriber growth should resume from September, once this process has been finalised. The
stock’s recent weak performance (it lost 8.9% of its value in the past two weeks) offers a
very good entry point.

The upcoming IBEX35 revision on June 8 should bring the entry of Antena 3 (Underweight,
TP €37.00) and the exit of Metrovacesa (Underweight, TP €30.50), although Zeltia
(Underweight, TP €4.65) and Sacyr-Vallehermoso (Underweight, TP €12.50) are also exit
candidates. The entry of B. Sabadell (Underweight, TP €15.75), although not completely
ruled out, is more likely in the December revision, once the recent increase in trading
volumes after the capital increase is confirmed.

We have upgraded our target price on Unién Fenosa (Buy) from €19.50 to €21.00 after the
good results, the expected contribution from the investment programme of the past few years
(nearly €2bn) and the restructuring process. The latter two matters should deliver growth in
the high teens in the years ahead. Moreover, Auna’s valuation and the capital gains on its
investment in Cepsa could provide further upside for the stock. The stock’s recent poor
performance (-4.6% last week) creates a buying opportunity.

Main Revisions in Recommendations and Target Prices

Rating Target Price % 2004E EPS %
Date Company New Old New Old Chg New Old Chg Comments
24-Mar-04  Antena 3TV uw uw 37.00 29.00 28 0.41 1.20 -66 Successful restructuring of TV unit and
re-rating of peer group
31-Mar-04  NH Hoteles uw Buy 9.90 11.30 -12 0.41 0.56 -27 Downgrade in valuation for Spain
01-Apr-04 Iberdrola Hold Hold 18.50 16.50 12 1.30 1.33 -2 Upgrade in valuation for CCGT's and
wind farms in Spain
01-Apr-04  Telefénica Hold Buy 14.50 13.60 7 0.62 0.54 15 Upgrade in TEM's valuation (BellSouth)
07-Apr-04 Portugal Telecom Hold Buy 10.20 10.00 2 0.48 0.49 -3 Update in PT Multimedia’s valuation
and 2003 results
19-Apr-04  Ence Buy Buy 28.00 2450 14 3.05 2.60 17 Upgraded estimates and
re-rating of comparables
19-Apr-04  Aldeasa Buy uw 27.50 2280 21 1.73 1.59 9 Updated estimates
23-Apr-04  Indra Buy Buy 14.00 13.20 6 0.56 0.56 0 Updated valuation
29-Apr-04 Endesa Buy Buy 18.50 17.50 6 1.43 1.43 0 Updated valuation for Auna
05-May-04  Jeronimo Martins Hold uw 10.20 8.00 28 0.75 0.75 0 Better outlook
10-May-04  Unién Fenosa Buy Buy 21.00 19.50 8 1.29 1.29 0 Update in Auna's valuation
11-May-04 Amadeus Buy uw 6.40 5.85 9 0.34 0.31 11 Good 1Q04 results, earnings

momentum and positive news flow

Note: UW = Underweight; N/R = Not rated.
Source: Santander Central Hispano Bolsa estimates and forecasts.



IBERIAN RECOMMENDED LIST & MODEL PORTFOLIO

Iberian Large Caps — Santander Central Hispano Bolsa Recommended List

Price (€) Market Performance (%)

Date of Current Rel to Iberian Relative to
Companies Inclusion 13-May 04 30-Dec-03 Absolute Large Caps IBEX35 -iM -3M -6M YTD
Altadis 09-Jan-04 23.77 22.50 5.6 -0.6 0.2 1.7 -35 136 9.4
Union Fenosa 12-Feb-04 17.42 14.89 17.0 10.7 11.5 -3.9 47 225 146
Ferrovial 16-May-03 33.35 27.78 20.1 13.8 14.6 22 128 299 183
Endesa 14-Apr-04 15.40 15.25 1.0 -5.3 -4.5 -3.6 -59 57 -39
Repsol 17-Jul-03 17.74 15.46 14.7 8.5 9.3 -5.9 04 145 9.1
Telefonica Moviles 14-Apr-04 8.96 8.28 8.2 2.0 2.8 66 -84 156 1.9
SCH Large Caps Model
Portfolio - 135.34 123.14 9.9 3.6 4.4 NA NA NA 49
Iberian Large Caps - 126.54 119.09 6.3 0.0 0.8 NA NA NA 8.7
IBEX 35 - 8,159.40 7,737.20 5.5 -0.8 0.0 -58 4.1 7.9 1.7
PSI 20 - 751394 6,739.63 11.5 5.2 6.0 41 04 121 8.6
DJ Stoxx 50 - 2,733.72  2,656.07 2.9 -3.3 2.5 21 141 3.6 0.8
Source: Santander Central Hispano Bolsa estimates and forecasts.
Iberian Small & Mid Caps — Santander Central Hispano Bolsa Recommended List

Price (€) Market Performance (%)

Date of Current Rel to Iberian Relative to
Companies Inclusion 13-May-04 30-Dec-03 Absolute SMCs IBEX35 -iM  -3M -6M YTD
Ence 09-Jan-04 23.00 17.15 34.1 21.1 28.7 -3.5 104 267 271
Gamesa 09-Jan-04 35.57 26.09 36.3 234 30.9 -40 150 411 285
Indra 09-Jan-04 10.83 10.17 6.5 -6.5 1.0 -48 5.6 7.0 2.8
Tubacex 14-Apr-04 1.69 1.42 19.0 6.0 13.6 -1.8 58 140 148
Abengoa 12-Feb-03 7.70 5.77 334 20.5 28.0 -1.9 45 334 239
Brisa 30-Sep-03 5.55 5.32 4.3 -8.6 -1.1 43 29 4.8 6.2
SCH Small & Mid Caps
Model Portfolio 147.93 125.49 17.9 4.9 12.4 NA NA NA -20.4
Iberian Small & Mid Caps - 135.41 119.86 13.0 0.0 7.5 NA NA NA 125
IBEX 35 - 8,159.40 7,737.20 5.5 -7.5 0.0 -58 4.1 7.9 1.7
PSI 20 - 751394 6,739.63 11.5 -1.5 6.0 41 04 121 8.6
DJ Stoxx SML 200 - 120.50 107.91 11.7 -1.3 6.2 41 23 6.6 7.3

Source: Santander Central Hispano Bolsa estimates and forecasts.
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Spain — Santander Central Hispano Bolsa Model Portfolio as of May 13 Close

Weighting (%)
Price (€) Chg SCHB Model

13-May-04 30-Dec-03 (%) Portfolio IGBM Difference

Viscofan 7.68 7.05 8.9 0.15 0.12 0.03
Altadis 24.62 22.50 9.4 0.19 2.22 -2.03
Aldeasa 23.39 20.00 17.0 0.05 0.1 -0.06
Inditex 18.02 16.10 11.9 0.25 3.48 -3.24
Total Consumer Goods 1,047.19 949.53 10.3 0.00 7.91 -7.91
Gamesa 33.52 26.09 28.5 0.05 0.84 -0.80
Tubacex 1.63 1.42 14.8 0.72 0.07 0.66
Arcelor 13.22 13.67 -3.3 0.26 0.39 -0.14
Uralita 8.66 7.38 17.3 0.24 0.18 0.06
Grupo Empresarial Ence 21.80 17.15 271 0.06 0.16 -0.10
Total Capital & Intermediate Goods 1,293.03 1,186.58 9.0 0.00 4.51 -4.51
Endesa 14.66 15.25 -3.9 0.42 4.81 -4.40
Iberdrola 16.68 15.67 6.4 0.34 4.20 -3.86
REE 13.53 13.00 4.1 0.05 0.57 -0.52
Repsol YPF 16.86 15.46 9.1 0.46 6.06 -5.59
Enagas 9.18 8.60 6.7 0.13 0.41 -0.28
Total Energy 1,040.13 996.58 4.4 0.00 20.89 -20.89
ACS 39.48 38.70 2.0 0.08 1.45 -1.37
Acciona 50.55 48.25 4.8 0.04 1.00 -0.95
Ferrovial 32.87 27.78 18.3 0.08 1.43 -1.35
Total Construction 1,386.51 1,307.60 6.0 0.00 6.09 -6.09
BBVA 10.69 10.95 24 1.08 11.24 -10.16
Grupo Santander 8.55 9.39 -8.9 1.67 12.64 -10.97
Banco Pastor 24.45 24.34 0.5 0.04 0.41 -0.37
Banco Popular 45.96 47.30 -2.8 0.09 3.24 -3.15
Banesto 9.84 9.50 3.6 0.03 0.24 -0.21
Total Financial Services 924.65 968.64 -4.5 0.00 32.45 -32.45
Telefénica 11.87 11.64 2.0 1.64 17.24 -15.59
Telefénica Moviles 8.44 8.28 1.9 0.36 0.79 -0.44
Indra 10.45 10.17 2.8 0.1 0.48 -0.37
Recoletos 6.30 5.89 7.0 0.22 0.26 -0.04
Total Communications & Info Services 876.30 844.12 3.8 0.00 21.65 -21.65
Aguas de Barcelona 13.43 11.83 13.5 0.13 0.52 -0.40
Iberia 2.37 2.28 3.9 1.06 0.63 0.43
Prosegur 12.87 12.90 -0.2 0.15 0.25 -0.10
Total Market Services 1,246.07 1,125.05 10.8 0.00 6.51 -6.51
TOTAL IGBM 827.10 807.98 24 0.00 - -
SCHB Model Portfolio 114.01 110.13 3.5 - 100.00 -

Source: Santander Central Hispano Bolsa.

ANALYST CERTIFICATION: We, Jesus Gémez, Antonio Espasa, Cristina Bergén and
Manuel Preto, hereby certify that the views expressed in this research report accurately
reflect our personal views about the subject companies and their securities. We also
certify that we have not been promised compensation, either directly or indirectly, for
expressing the recommendations in this report.
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Key to Investment Codes’

Buy Upside of more than 20%.
Hold Upside of 15%-20%.
Underweight Upside of less than 15%.

(1) Target prices set from January to June are for December 31 of the current year. Target prices set from July to December
are for December 31 of the following year.

IMPORTANT DISCLOSURES:

Santander Central Hispano Bolsa expects to receive or intends to seek compensation for investment banking services from
the following companies in the next three months: Antena 3, Cimpor, Iberia, Metrovacesa, Abengoa, B. Sabadell, Grupo
Santander, Jazztel, Sogecable, Endesa, REE and Union Fenosa.

Santander Central Hispano Bolsa has received compensation for investment banking services from the following companies
in the past 12 months: Arcelor, Uralita, Acciona, ACS (Dragados), FCC, Ferrovial, Ebro Puleva, Iberia, Sacyr-Vallehermoso,
Aguas de Barcelona, Grupo Santander, Enagas, Cepsa, Repsol YPF, Telefonica, Portugal Telecom, Jazztel, Endesa, Iberdrola,
REE and Unién Fenosa.

Santander Central Hispano Bolsa has managed or co-managed a public offering of the following companies’ securities in the
past 12 months: B. Sabadell, Repsol YPF, Telefonica, Iberdrola, REE and Unién Fenosa.

SCH or its affiliates beneficially own 1% or more of any class of common equity securities of: Antena 3, Recoletos, Ferrovial,
OHL, Amadeus, Urbis, Sacyr-Vallehermoso, Banesto, Grupo Santander, Cepsa, Repsol YPF, Telefénica, Endesa and Unién
Fenosa.

This report has been prepared by Santander Central Hispano Bolsa, Sociedad de Valores, S.A. (“Santander Central Hispano Bolsa”) and
is provided for information purposes only. This document must not be considered as an offer to sell or a solicitation of an offer to buy. Any
decision by the recipient to buy should be based on publicly available information on the related security and, where appropriate, should
take into account the content of the related prospectus filed with the CNMV (Spanish National Securities Market Commission) and
available from the CNMV, the company governing the related market (Sociedad Rectora de la Bolsa) and the company issuing the
security. This report is issued in the United States by Santander Central Hispano Investment Securities, Inc. (“SCHI”), in Spain by
Santander Central Hispano Bolsa and in the United Kingdom by Banco Santander Central Hispano S.A., London Branch (“SCH London”),
which is regulated by the Financial Services Authority in the conduct of its investment business in the UK. SCHI, Santander Central
Hispano Bolsa and SCH London are members of Grupo Santander Central Hispano. This report is not being issued to private customers.

The information contained herein has been compiled from sources believed to be reliable, but while all reasonable care has been taken to
ensure that the information contained herein is not untrue or misleading at the time of publication, we make no representation that it is
accurate or complete and it should not be relied upon as such. All opinions and estimates included herein constitute our judgement as at
the date of this report and are subject to change without notice. From time to time, Grupo Santander Central Hispano, its affiliates and/or
any of its officers or directors may have a position, or otherwise be interested in, transactions in securities which are directly or indirectly
the subject of this report.

Grupo Santander Central Hispano, or its affiliates, may from time to time perform services for or solicit business from any company
mentioned in this report. Grupo Santander Central Hispano, its affiliates or any other person do not accept any liability whatsoever for any
direct or consequential loss arising from any use of this report or its contents. This report may not be reproduced, distributed or published
by any recipient for any purpose.

Any U.S. recipient of this report (other than a registered broker-dealer or a bank acting in a broker-dealer capacity) that would like to effect
any transaction in any security discussed herein should contact and place orders in the United States with the company distributing the
research, SCHI at (212) 692-2550, which, without in any way limiting the foregoing, accepts responsibility (solely for purposes of and
within the meaning of Rule 15a-6 under the U.S. Securities Exchange Act of 1934) under this report and its dissemination in the United
States. US recipients of this report should be advised that this research has been produced by a non-member affiliate of SCHI and,
therefore, by rule, not all disclosures required under NASD Rule 2711 apply.

© Santander Central Hispano Bolsa, Sociedad de Valores, S.A., 2004. All Rights Reserved.
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